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Mr. Grecory: Should the Taft-Hartley Act be repealed by the new 
vongress? President Truman and union leaders during the election cam- 
aign condemned the Taft-Hartley Law as a “slave labor” act. Employ- 
rs, on the other hand, believe that it is a necessary and desirable brake 
pon union power. Some workers believe that the Taft-Hartley Act is a 
rotection of their interests against union aggression. The Taft-Hartley 
yet itself is so complicated that the lawyers and the impartial public 
ften do not know what to think about it. 

Today’s Rounp Taste proposes to examine the Taft-Hartley Act as it 
; working in the printers union disputes and strikes now going on. 
Ve shall try to show what certain Taft-Hartley provisions mean by 
poking at this particular set of cases. These International Typographical 
Inion cases have involved ninety thousand members of the printers 
nions, many newspapers and commercial printing companies, and the 
Jational Labor Relations Board. The Chicago printers have been on 
rike for almost a year in protest against Taft-Hartley contract pro- 
sions. The printers union has been the object of injunction action and 
straint orders. Today’s Rounp Taste participants have been active in 
ghting these printers union cases before the courts and before the Na- 
onal Labor Relations Board. Gerard Reilly, former Solicitor of Labor 
id later a member of the National Labor Relations Board, represents 
yme of the employer interests of publishers involved. Gerhard Van 
rkel, formerly General Counsel for the National Labor Relations 
oard, represents the printers union in these cases. These two men un- 
srstand the Taft-Hartley Law if anybody does. 

Reilly, what are the ITU cases? How can they help us to understand 
e Taft-Hartley Law? 


Mr. Retty: These cases stem from charges filed by the American 

ewspaper Publishers Association and the Printing Industry of America, 

cusing the International Typographical Union and the five AF of L 

inting trade-unions of violating the Taft-Hartley Act on a nation- 
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wide scale. Shortly after the act had been passed in 1947, Woodruff Re 
dolph, the president of the union, obtained authority from the delega: ' 
to his convention to apply a so-called “collective bargaining” poli 
which was really an elaborate scheme to get around the act. Its objectiy 
were frankly to preserve such union practices as the closed shop, tf 
secondary boycott, and the right of the union to fix its own jurisdicti 
unilaterally. The General Counsel issued a complaint. The matter wy 
heard by different trial examiners, with findings against the union, | 
though in some respects these varied; and the cases are now before t} 
National Labor Board itself for decision. 


Mr. Grecory: Van Arkel, what is the ITU, and who is affected I 
these disputes? | 


Mr. Van ArkEL: Of course, you will not expect me, Gregory, to ag ‘| 
with Reilly’s statement of what is involved in these cases. But, as ” 
start, I do think that we should say something about the Internationf 
Typographical Union, which is the oldest labor organization in t} 
United States. It was founded in 1852, and some of its locals have a ce ! 
tinuous existence since 1815. Many people consider it the most democraq 
trade-union in America; and, in the course of a century of existence, th} 
union had built up certain practices which had the general approval of t} 
industry and of the employers, and which certainly did not harm t} 
public. The Taft-Hartley Act threatened these practices, and this litig] 
tion has been involved with the effort of the union to find alternatif 
methods of protecting practices considered essential to the continu} 
existence of the union. 


Mr. Grecory: Has the Taft-Hartley Act fulfilled its purpose 
“eliminating the causes of certain substantial obstructions to the fi 
flow of commerce by encouraging collective bargaining”? Would t 
ITU cases have occurred if the Taft-Hartley Act had not been passed 


Mr. Reitiy: Certainly the act has greatly reduced the number 
strikes throughout the country. But, of course, the ITU cases, whi 
stem from an attempt to defy. the law, would not have occurred unless t 
act had been passed. That, in my judgment, however, is no argume 
against the act, because the main trust of the new statute is to give t 
individual worker a certain protection, which he did not have befo 
against capricious action by union leaders. For example, he cannot 
compelled to join the union now until thirty days after he has been hire 
and then only if a majority of the workers in that unit vote to give t 
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nion authority to negotiate a compulsory membership contract. If the 
nion expels him for some reason other than nonpayment of dues or 
tiation fees, he can still keep his job. He is protected from coercion on 
¢ picket line. He is protected from having to pay excessive initiation 
es, and a number of other things are covered. 


Mr. Van Arxet: I want to say that, in my judgment, the impact of the 
aft-Hartley Act on the model labor relations in this industry has been 
isastrous. The last serious strike in this industry was in 1922, on the 
sue of the forty-four-hour week; and relations between 1922 and 1947, 
hen the Taft-Hartley Act was passed, were entirely pleasant. Since the 
aft-Hartley Act was passed, however, the refusal of some, happily a 
mall group, employers to recognize the problems which the union 
as, has resulted in some strikes throughout the country, regrettable as 
ey are. But they do arise directly out of the serious impact of the Taft- 
artley Act upon these union problems. 


Mr. Grecory: The Taft-Hartley Law, in effect, outlaws the closed shop 
it permits the union shop. This means that, under collective agree- 
ents, employers can no longer agree to hire only union men. The most 
hich unions can do is to get contracts under which everyone hired 
ust join the union after a certain number of days in order to keep his 
b. How has this outlawry of the closed shop affected the printers 
lion ? 


Mr. Van ArkeL: The impact of that, too, has been disastrous on the 
lion practices. In the first place, let me say that the ITU, ever since it 
as founded, has emphatically rejected the idea that any person should 
forced into union membership against his will. A man joins the union 
luntarily if he meets the competency requirements for membership in 
e organization. The Taft-Hartley Act contemplates that the employer 
ay force a man into union membership, and the union therefore, on 
inciple, has rejected the union security provisions of the Taft-Hartley 
ct. What the act has outlawed is the freedom of union men to refuse 
work with nonunion men. That means that union men must willing- 
submit to the competition of nonunion men, willing to work at stand- 
ds below those fixed by the union, and, thereby, they must, in effect, 
t their own throats. It is the denial of the freedom to workers involved 
this which, among other things, has led labor-union leaders to refer 
the Taft-Hartley Act as a “slave labor” act. 
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Mr. Rertty: I do not quite understand what Van Arkel means whq 
he says that the ITU has never wanted employers to force workers iny 
the union. That is precisely what a closed-shop agreement does, and thy 
is precisely what the ITU resents about the act. Now, the effect of tl 
prohibition on the closed shop in this industry has not been disastrous || 
the other printing-trades unions. The International Printing Pref) 
Union, for instance, which is larger than the ITU, and the four oth | 
printing-trades unions which have complied with the act, have had 4} 
strikes during the past year; their membership has increased; and the} 
wage standards have increased under the collective bargaining perm 
ted by the act. 


Mr. Van ArxeEL: I just want to say that the traditional practice of tif 
ITU has been that a man joins the union voluntarily. He is then eligikff 
to work in union shops with union men. If he does not want to join tif 
union, he does not have to; but he then can find employment in na} 
union shops—and I assure you that there are a great many shops throug} 
out the United States where nonunion men are employed. 


Mk. Retty: It is rather significant that in the newspaper industry, ff} 
example, virtually all the composing rooms of daily newspapers <f 
organized; so that under the old act if men were not willing to join tf] 
union, they would have been denied employment in the newspaper : 
dustry. 


Mr. Grecory: Is there any real difference between the closed shop a 
the union shop if you are looking at it from the standpoint of the 
striction of monopolistic practices and restraints on trade? Do not bef} 
have the effect of eventually putting an end to wage competition? 


Mr. Remiy: The real difference, I think, is this: Under the old-fas 
ioned closed shop, the union has been able to restrict the labor supply ' 
limiting the number of apprentices and creating an unnecessarily a 
artificially long period of apprenticeship. The result has been that the 
is a great scarcity of trained printers, simply as a result of the unio} 
restrictive practices. Now, it is true that the union shop resembles 
closed shop in that all persons, once they have been employed, may ' 
required to join the union if the majority wishes them to do so. But tif 
has not led to the kind of monopoly which the closed shop has, becauf 
all men have an opportunity to learn the trade. Also as a result of tha 
artificially high wages which have come from these restrictive practic 
fewer printing jobs actually exist today than existed a few years ay 
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DIFFERENT KINDS OF UNION STATUS 
CLOSED SHOP 


UNION MAN AND NONUNION 
MAN WANT A JOB ONLY UNION MAN GETS JOB 


UNION SHOP 


nee 


NON UNION MAN ALSO GETS. 
JOB IF'HE JOINS UNION 


MAINTENANCE -OF-MEMBER- 
SHIP SHOP 


UNION MAN MUST STAY IN 
UNION 


OPEN SHOP 


ye. 


NONUNION MAN PREFERRED 
UNION NOT RECOGNIZED 


Reprinted from T. R. Carskadon and S. T. Williamson, Your Stake in Collective Bargain- 
ng (New York: Public Affairs Committee, 1946). 


PRE FERENTIAL SHOP 


UNION MAN GETS JOB FIRST 


[he number of newspapers in the country is constantly diminishing 
cause of high printing costs, and a great many substitute processes in 
he commercial field, such as duplicating and the monolith process, have 
aken the place of a great deal of the advertising which was formerly 
lone by the job shops. 


Mr. Van ArkeL: If the newspapers do not get to be a little better at 
uessing public opinion, there will probably be some others eliminated. 

think that the elimination of the newspapers represents a monopoly 
rend in the industry which should seriously interest the public. So far as 
he scarcity of printers is concerned, that arose purely out of the wartime 
onditions when few apprentices entered the trade and acquired the 
ecessary skill. 

But the basic point which I want to make in answering your question, 
sregory, is that it is the necessary objective of every trade-union to end 
»mpetition on wages. If union workers or workers generally compete 
ith each other to see who can work for the lowest wages, they are, in 
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effect, competing to see which one of them can starve last. Every tradey} 
union is concerned, necessarily, with trying to eliminate the competition) 
of nonunion men in order that they may present a united front in collecy 
tive bargaining with their employers; and if that objective is frustrated 
as Reilly thinks that it should be, then the trade-union movement i 
effectively out of existence. 


Mr. Grecory: Let us take this same closed-shop problem from anothe4} 
angle.. What is this matter concerning the competency of employeey| 
which I hear so much about in the printers’ cases? 


Mr. Van Arxet: I want to say, representing the union, that I thinl] 
that the union has done a great service for employers in this industry} 
They have traditionally supervised the training of apprentices in thy 
business; and when an employer signs a closed-shop agreement—or did 
before the Taft-Hartley Law—he was sure that in getting union printer { 
he was getting competent men, because the union saw to it that itt 
members included only competent men. So that the employer had 
distinct advantage in the closed-shop agreement. 


Mr. Grecory: Reilly, as a member of the legal array representing thy} 
employers in these cases, what have you got to say on that competenc 
point? 

Mr. Remtty: I believe that the good faith of the union in saying that i 
seeks to have competent and only competent men employed is illustrated 
by these form contracts which the ITU recently sent out to its locals, un} 
der which employers had to agree that any nonunion man applying fa} 
a job would be subject to a competency examination by an impartiz 
board; but union journeymen were relieved from that requiremen)} 
Now, the statistics of the union itself showed that a large percentage c 
the union members have never served apprenticeships or never taken aif} 
examination to get a journeyman’s card. 


Mr. Van Arxex: Of course, I disagree with that, you understancf} 
Gregory. 
Mr. Grecory: I would imagine. The argument is made, Van Arkeq 
that the closed shop justifies itself as a means of preventing discrimina} 


tion against union men by employers in hiring. How about this argu 
ment, and how does it apply in these printers union cases? 


Mr. Van Arxex: It is true, of course, that the closed-shop agreemer 
in a sense is a discrimination in favor of union men; but what is tof 
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often overlooked is that the closed-shop agreement is the most effective 
means which a union has of preventing discrimination against union 
men in hiring. If the employer has the right, which Reilly seems to think 
that he has under the Taft-Hartley Law, to employ whomever he wants 
to, that means that he can replace a force of union men working at union 
wages and standards with nonunion men willing to work at lower 
standards. That employer then can compete better in the market, and 
thereby the entire union standards are disrupted. 


Mr. Rertiy: You know, Van Arkel, perfectly well that the provisions 
against discrimination against union men in the Wagner Act were car- 
ried on, intact, into the Taft-Hartley Act; so that when any employer 
discriminates against a union man, the union can file charges, get those 
employees reinstated with back pay, under the procedures of the Na- 
tional Labor Relations Board. 


Mr. Van Arxex: Of course, I would just like to say in answer to that 
that what Reilly is suggesting is that every union should leave its con- 
tinued existence dependent on the benevolence of some government 
bureaucrat in Washington which, I think, is an unsound principle to 
degin with. 

More importantly, however, the Labor Board is now taking two or 
hree or four years to process its cases; and the union can be effectively 
uined if it relies on this remedy which Reilly says it has. 


Mk. Rettty: By the same token, it takes us as long to process an unfair 
abor practice against the union. These ITU cases are a good illustration 
f that. They have been going on now for more than a year, and it will 
srobably be several months before the Board makes a decision, let alone 
he courts. 


Mr. Grecory: Another feature of the Taft-Hartley Act makes second- 
ry boycotts unlawful. That is, the act prohibits a union from striking 
gainst one employer, let us call him Jones, for the purpose of compelling 
hat employer to cease doing business with another employer, let us call 
im Smith. This kind of economic pressure is used when the union is 
rying to compel the second employer, Smith, to conform to the union’s 
randards on some disputed issue. How does this part of the Taft-Hartley 
\ct, outlawing the secondary boycott, work out in the ITU cases? 
‘eilly, as a lawyer for the employer interests here, tell us how the de- 
ruction of the secondary boycott affects the situation? 
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Mr. Remy: It enables employers and unions to do what the Wagner 
Act intended them to do—that is, to work out their own problems irq 
collective bargaining with each other and not on the basis of what the 
employees of some other employer want them to do. It was very shortt 
sighted of Congress, when it passed the Wagner Act and when the 
philosophy of making employers’ union relations turn upon whether 0} 
not its men designated the union to represent them became the basis 
principle of the act, not to have repealed the provisions of the Norris: 
La Guardia Act which rendered the secondary boycott (which mean} 
pressure by employees in other places) immune from the injunctive 
process. | 


Mr. Grecory: Van Arkel, what have you got to say on this point } 


Mr. Van Arxe: I can best illustrate this by giving you an examplef 
The Chicago printers have been on strike now for almost a year agains} 
the Chicago publishers. When that strike started, the Chicago news} 
papers sent their advertisements for setting to the commercial job shop} 
in Chicago. The men working in these commercial job shops were me 
bers of the same local of the ITU as the men who were on strike agains}, 
the newspapers. If those men, under the Taft-Hartley Act, had refused 
to set the advertising coming from the newspapers, they would be sult 
ject to a mandatory injunction, a suit for breach of contract, a suit fod 
damages by anyone affected by it, unfair labor practice proceedings, an 
loss of employee status. That meant that, by the Taft-Hartley Act, thes: 
men were required, by force of law, to work as strikebreakers agains 
their fellow union members in the newspaper industry. I need not te} 
you that if, by force of law (and that is another respect in which this i 
a slave labor act), union men are forced, against their will, to strikebrea’ 
on their fellows, no union is going to win any strike which it may cal] 


Mr. Remy: But there is no logical reason at all why these unio 
which had reached agreements with the commercial printers should ncf 
have been free to have broken their agreements simply to help out arf} 
other group who were strikihg, simply because the Chicago newspape 
publishers insisted upon complying with the law of the land. 


Mr. Van ArKEL: I just want to point out that there was no contract iff 
effect at the time. It was illegal just the same. 


Mr. Grecory: Can you think of any other effect, briefly, that these rdf 
strictions on boycotts have which the unions regard as unfair? 
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Mr. Van Arxe: Of course, I go back to what I said earlier about the 
need for a union to protect itself from competition from substandard 
goods or goods made under standards lower than those of the union. 
Necessarily it will be the objective of a union to protect itself by exclud- 
ing from the market those goods which are made under substandard 
-onditions. 


Mr. Grecory: Reilly, do you have any thoughts on that? 


Mk. Retry: Of course, if you like monopolies, the secondary boycott 
s one of the greatest means of fostering a union monopoly which was 
=ver conceived. It is contrary to the whole philosophy of the anti-trust laws 
© permit even agreements between employers and unions which have 
he effect of keeping certain goods out of the maket. And that is precisely 
what the struck-work clause in the ITU laws would accomplish. 


_ Mr. Grecory: Another provision in the Taft-Hartley Act makes what 
$ called jurisdictional strikes illegal. That is, it prevents a union from 
triking for the purpose of making an employer give particular work to 
nembers of its union, or to employees in a particular or certain trade, 
raft, or class. How does this provision affect the printers union cases? 


Mr. Van Arke-: In this way, Gregory. Of course, everyone would 
igree that the employer should have the right to assign work as he sees 
it. But what the Taft-Hartley Act does is to make it unlawful for a 
inion to strike if it does not like the way in which the employer assigns 
1is work. That means that if an employer, for example, assigns a lot of 
vork formerly done by union members to nonunion men or to men will- 
ng to work for lower wages than those provided by the union, the union 
s helpless to strike about that matter. The net result is that the employer, 
Ny assigning work away from union men, can effectively destroy any 
inion in this fashion—and the prohibition against striking for that pur- 
ose, of course, again leads labor leaders and members to refer to this as 

“slave labor” act. 

Mr. Grecory: What is your understanding, Reilly, of this restriction 
n jurisdictional strikes, and how do people on your side of the fence 
‘iew it? 

Mr. Rettty: I have heard that same argument made both by Mr. Ran- 
lolph, the ITU president, as well as by Van Arkel. Both of them con- 
eniently overlook the fact that the jurisdictional strike provision in the 
ct contains a provision which legalizes such a strike if the employer is 
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- making work assignments which conflict with a certification or an order} 
of the Board. In other words, all that the ITU or similar unions, which) 
fear an employer may make work assignments which are unjust to the: 
union, need to do to protect themselves is to file a petition for an election) 
with the Labor Board and let the Board determine what the appropriate: 
unit is and let the men vote on it. 


Mr. Van ArkeL: That goes back again to what Reilly was saying? 


earlier—that it is his idea that all these matters which are vital to thes 
existence of a trade-union should be left to some bureaucrat to decide.:! 
The implications of that are enormous. In Nazi Germany, in Soviet Rus-/ 
sia, in Fascist Italy, they tried making the trade-unions an adjunct of thes 


ly 


government. The ITU, and I Bae believe in a free trade-union as wed) 


problems. 


Mr. Retry: May I say that there is a great difference between an} 
impartial government tribunal and a dictatorship. Somebody has to de-} 
cide this rather than letting powerful union business agents sandbagy 
employers and individual workers by strikes and under economic pres-j} 
sure. How a procedure which provides for a decision by an impartial 
board and an election by the men resembles a Fascist dictatorship is} 
more than I can imagine. 


Mr. Grecory: What I want to know now is the same question that I/} 
am sure that our Rounp Taste listeners are interested in having youll 
people answer. On the basis of the experience of the printers’ strikes andi] 
the Board injunctions against them, what changes should be made in theq 
Taft-Hartley Act? No one is sure what the election mandate was o ! 
labor policy, but a lot of people believe that Truman’s election means 
that the Taft-Hartley Act must be repealed by the new Congress. The 
unions seem to want the Taft-Hartley Act repealed, with a return to the# 
Wagner Act, which was aimed only at unfair labor practices of em:} 
ployers. It made no reference’at all to unfair labor practices by unions, 
What do you think Congress should do with the Taft-Hartley Act? 


| 


Mr. Van Arxzx: I can see only one answer to that problem. The Taft: i 
Hartley Act is seventy pages of confused legalisms which no one, includ |} 
ing Reilly and myself, understands. Any effort to amend that act is] 


doomed to failure before they. start, and I therefore think that the wise 
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and sensible thing for the Congress to do is to repeal the Taft-Hartley 
Act, to restore the Wagner Act, and that then a determined effort should 
be made by labor and management to get together and present to the 
Congress, representing the public, a program upon which they can agree. 


Mr. Grecory: Reilly, how about you? 


Mk. Reutty: In the first place, I would like to say that I do not view the 
election as any mandate on the Taft-Hartley Act, although some com- 
mentators seem to think that it is. In view of the fact that a majority of 
the members of the House who voted for the Taft-Hartley Act were re- 
turned to office, one might equally infer that there is a mandate to the 
Congress to preserve it intact. I do not necessarily say that the act is perfect 
and should not be amended, but I do say that the protections to the 
individual worker, such as the restrictions which I have mentioned on 
the closed shop, and that the prohibitions against the jurisdictional strike 
and the secondary boycott go to the heart of the whole problem of union 
monopolies in a democratic society; and certainly those provisions should 
remain in our permanent legislation. 


Mr. Grecory: I have heard it suggested that it would be wise to repeal 
the Taft-Hartley Act and the Wagner Act and start all over again, let- 
ting the employers, through their associations, and the combined unions 
get together and work out their own labor code. And then Congress 
would enact this law, whatever they decide upon, as a statute. That, if I 
recall correctly, is the way that the Railway Labor Act was written back 
in 1926 and was adopted by Congress. 


Those who feel this way probably like to keep the government out of 
the business of dictating the rules governing labor relations as much as 


possible. 


Mr. Van ArKEL: I must say that I am heartily in accord with any sug- 
gestion which, so far as possible, would get labor and management to- 
gether on these matters in the interest of some decent, constructive legis- 
lation. But I am equally confident that any such effort is doomed to fail- 
ure while the Taft-Hartley Act remains on the books, since obviously 
many employers at least will have no interest in agreeing to any changes. 


Mr. Reitty: I think that, while it is fine to talk of labor and manage- 
ment agreeing, frequently big corporations and big unions overlook the 
nterest of the individual worker; and therefore there must be some con- 
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gressional legislation which protects the interest of the public in the in-- 
dustrial relations picture. 


Mr. Van ArxeL: I think that you forget, Reilly, that that is the reason1 
the Congress is there—to look over any such proposals which are made ini 
order to decide whether or not they do adequately protect the public: 
interest; and certainly I would be the last to argue that that public inter-- 
est should be overlooked. 


Mk. Remtty: I think that it is quite important that the right of the fed- 
eral government to insure industrial peace by legislation should be? 
recognized. 


The Round Taste, oldest educational program continuously on the air, is broadcast entire-| 
ly without script, although participants meet in advance, prepare a topical outline, and ex 
change data and views. The opinion of each speaker is his own and in no way involves thal} 
responsibility of either the University of Chicago or the National Broadcasting Company.|| 
The supplementary information in this pamphlet has been developed by staff research an | 
is not to be considered as representing the opinions of the Rounp TABLE speakers. | 


“UNFAIR LABOR PRACTICES’’—SECTION 8 OF THE LABOR 
MANAGEMENT RELATIONS ACT OF 1947 
Sec. 8. (a) It shall be an unfair labor practice for an employer— 


(1) tointerfere with, restrain, or coerce employees in the exercise of the 
ights guaranteed in section 7; 


(2) to dominate or interfere with the formation or administration of 
ny labor organization or contribute financial or other support to it: Pro- 
ided, That subject to rules and regulations made and published by the 
30ard pursuant to section 6, an employer shall not be prohibited from per- 
nitting employees to confer with him during working hours without loss 
yf time or pay; 

(3) by discrimination in regard to hire or tenure of employment or any 
erm or condition of employment to encourage or discourage membership 
n any labor organization: Provided, That nothing in this Act, or in any 
ther statute of the United States, shall preclude an employer from mak- 
ng an agreement with a labor organization (not established, maintained, 
r assisted by any action defined in section 8 (a) of this Act as an unfair 
abor practice) to require as a condition of employment membership 
herein on or after the thirtieth day following the beginning of such em- 
loyment or the effective date of such agreement, whichever is the later, 
i) if such labor organization is the representative of the employees as 
rovided in section 9 (a), in the appropriate collective-bargaining unit 
overed by such agreement when made; and (ii) if, following the most 
ecent election held as provided in section 9 (e) the Board shall have cer- 
fied that at least a majority of the employees eligible to vote in such elec- 
on have voted to authorize such labor organization to make such an 
greement: Provided further, That no employer shall justify any dis- 
rimination against an employee for nonmembership in a labor organiza- 
on (A) if he has reasonable grounds for believing that such membership 
as not available to the employee on the same terms and conditions gen- 
rally applicable to other members, or (B) if he has reasonable grounds 
yr believing that membership was denied or terminated for reasons other 
yan the failure of the employee to tender the periodic dues and the initia- 
on fees uniformly required as a condition of acquiring or retaining 
vembership; . 

13 
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(4) to discharge or otherwise discriminate against an employee because 
he has filed charges or given testimony under this Act; 

(5) to refuse to bargain collectively with the representatives of his 
employees, subject to the provisions of section 9 (a). 

(b) It shall be an unfair labor practice for a labor organization or it 
agents— 

(1) to restrain or coerce (A) employees in the exercise of the right 1 
guaranteed in section 7: Provided, That this paragraph shall not impaia 
the right of a labor organization to prescribe its own rules with respect tc 
the acquisition or retention of membership therein; or (B) an employe 
in the selection of his representatives for the purposes of collective bar. 
gaining or the adjustment of grievances; 


(2) to cause or attempt to cause an employer to discriminate agains 
an employee in violation of subsection (a) (3) or to discriminate agai 
an employee with respect to whom membership in such organization ha 
been denied or terminated on some ground other than his failure to tende 
the periodic dues and the initiation fees uniformly required as a conditiors 
of acquiring or retaining membership; 


(3) to refuse to bargain collectively with an employer, provided it isi 
the representative of his employees subject to the provisions of sectiort 
O(a); 

(4) to engage in, or to induce or encourage the employees of any em 
ployer to engage in, a strike or a concerted refusal in the course of thein' 
employment to use, manufacture, process, transport, or otherwise handle 
or work on any goods, articles, materials, or commodities or to perfor 
any services, where an object thereof is: (A) forcing or requiring any 
employer or self-employed person to join any labor or employer organiza 
tion or any employer or other person to cease using, selling, handling? 
transporting, or otherwise dealing in the products of any other producers 
processor, or manufacturer, or to cease doing business with any other! 
person; (B) forcing or requiring any other employer to recognize on] 
bargain with a labor organization as the representative of his employees 
unless such labor organization has been certified as the representative of! 
such employees under the provisions of section 9; (C) forcing or requir 
ing any employer to recognize or bargain with a particular labor organi-| 
zation as the representative of his employees if another labor organiza+ 
tion has been certified as the representative of such employees under the 
provisions of section 9; (D) forcing or requiring any employer to assign 
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particular work to employees in a particular labor organization or in a 
Particular trade, craft, or class rather than to employees in another labor 
organization or in another trade, craft, or class, unless such employer is 
failing to conform to an order or certification of the Board determining 
the bargaining representative for employees performing such work: 
Provided, That nothing contained in this subsection (b) shall be con- 
strued to make unlawful a refusal by any person to enter upon the 
premises of any employer (other than his own employer), if the em- 
ployees of such employer are engaged in a strike ratified or approved by a 
representative of such employees whom such employer is required to 
recognize under this Act; 

(5) to require of employees covered by an agreement authorized under 
subsection (a) (3) the payment, as a condition precedent to becoming a 
member of such organization, of a fee in an amount which the Board 
finds excessive or discriminatory under all the circumstances. In making 
such a finding, the Board shall consider, among other relevant factors, the 
practices and customs of labor organizations in the particular industry, 
and the wages currently paid to the employees affected; and 

(6) to cause or attempt to cause an employer to pay or deliver or agree 
to pay or deliver any money or other thing of value, in the nature of an 
exaction, for services which are not performed or not to be performed. ... 


WAGE RATES AND THE ECONOMY 
* 


THE EFFECT OF WAGE INCREASES UPON EMPLOYMENT* 
By PAUL H. DOUGLAS 


Professor of Economics, University of Chicago 


I turn to an examination of the historical movements of wages in manu- 
facturing during the past twenty years in order to test the accuracy of 
two theories which are very commonly advanced by a certain type of 
economic theorist. These are the contentions: that the ultimate cause of 
business depressions in general, and of the difficulties from 1929 to the 
present in particular, lie primarily or exclusively in prices of labor which 
are “excessively” high in relation to the prices of the products made by 
labor; and that the upward movement of wage rates during the last five 
years has taken so much profit out of industry that the inducements to 


* Reprinted from American Economic Review Supplement, March, 1939. 
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invest have been dried up, and hence has sent the capital goods industries 
into the doldrums. i 
In dealing with these issues, I know of no substitute for the common 
sense advice given by Richard Jones a century ago: “If we wish to make 
ourselves acquainted with the economy and arrangements by which the 
different nations of the earth produce or distribute their revenue, I really 
know of but one way to obtain our object, and that is to look and see.” | 
Many of the economists who have blamed high wage rates in com- | 
parison with prices as the cause of recent depressions have neglected to 
look at the facts to see if they confirmed or disproved these hypotheses, | 
which have been accepted as dogmas. Moreover, most of the theorists who | 
have deigned to sully their hands in statistics have chosen to compare the | 
movement of hourly wage rates with that of wholesale prices, and have | 
failed to see that this is not a valid comparison of labor costs with the | 
prices of the services performed by labor. For since output per hour is not | 
fixed but variable, and shows indeed a pronounced tendency to increase | 
with the years, the labor cost per unit of output can decrease markedly | 
even while the hourly wage rates are advancing. Moreover, an index of 
the relative prices at which manufactured goods sell is not necessarily a 
measure of the relative average amounts which manufacturers have re- 
ceived for processing and fabricating. For the major ingredient in the 
price of manufactured goods is the cost of the raw materials of which they 
are composed. This percentage in 1935 amounted to approximately 58. 
A fall of one-fifth in the price of raw materials would, therefore, cause in 
itself a decrease of about 12 per cent in the price of finished goods even 
though the absolute amounts received by the manufacturers for fabrica- 
tion and processing did not decrease in the slightest. A large part of the 
fall in the price of manufactured goods during recent years has, indeed, 
been caused by decreases in the prices of these raw materials rather than 
in the prices for fabrication and processing. In order to arrive at the latter, 
it is necessary to deduct material costs along with fuel and power from the 
gross sales value, and thus obtain the values added by manufacturing. 
These are given by the Census for the odd-numbered years, and have — 
been interpolated for the even-humbered years by methods which are 
described in a footnote.t This series was then reduced to index numbers 
1 This consisted in brief of using the relative gross sales value of manufactured products, — 
i.e. the relative average prices of manufactured goods (P) multiplied by the relative 


physical output of manufactured goods or (Q) modified by the relative change between 


census years in the proportion which the values added by manufacturing formed of this 
gross value. ' 
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‘ith 1923-25 as a base, and these were then divided by the index of pro- 
uction to obtain an index of the average price received by manufacturers 
er unit of goods fabricated or processed. 

The resulting index can then be compared with one for labor cost per 
nit of output, which in turn is obtained by dividing the index of total 
ages paid out by the index of physical output. Since the denominator 
1 both of these indexes is the same, namely, the index of physical output, 
follows also that the errors arising from changes in quality or in the 
mount of fabrication which often vitiate price comparisons or compari- 
ms between labor costs and wholesale prices, are automatically elimi- 
ated. 

With several associates, I have been working on this question for some 
me. In the following table, these comparisons are shown for the nine- 
en years from 1919 through 1937 for all manufacturing as a whole. A 


TABLE I 


A CoMPaRISON FOR MANUFACTURING FOR THE YEARS 1919-37 oF (1) Lazor Cost 
PER Unit oF Output wiTH (2) VALUE ADDED PER Unit anp (3) AMOUNTS 
LEFT PER UNIT AFTER THE PAYMENT OF Waces (1923-25 = 100) 


Index of Average 
Index of Average Index of Average Amounts Left per Ratio of Index of 
Labor Costs per Value Added per Unit After the Value Added to 
Unit of Output Unit of Output Payment of Wages Wages 


4 (a) eer 


19 117 117 117 100 
20 136 154 167 113 
21 115 109 104 95 
22 95 102 107 107 
23 102 101 101 99 
24 102 97 93 95 
25 96 101 106 106 
26 96 105 LIZ 109 
27 96 103 108 108 
28 91 107 118 117 
29 92 106 117 116 
30 93 105 113 112 
31 84 96 105 114 
32 74 82 88 111 
33 66 id 86 117 
34 81 83 85 103 
35 80 87 92 109 
36 79 86 91 109 
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third index has been added to the other two. This is the average amouy 
left per unit from the value added by manufacturing after wages wey 
aid. 

: The following facts become evident from these indexes: 
1. That the depression of 1920 occurred at a time when the prices 
manufacturing services were increasing very much more rapidly thal 
were labor costs, rather than the opposite, which is claimed by the theq 
rists whom I have mentioned. For in that year, the average price receive 
by manufacturers for fabricating and processing was 32 per cent highy 
than in 1919, although labor costs per unit were only 15 percent more. | 

2. That recovery began in 1922 despite the fact that in 1921 the rat} 
of wage cost per unit to value added per unit was high since the latter haf 
fallen by much more in 1921 than the former. | 

3. That in 1929, though labor costs per unit of output were 8 per ces 
less than during the base period of 1923-25, the average amounts receive} 
by manufacturers for each unit of output were actually 6 per cent mo | 
This rise in the price of fabrication and processing in the face of a fall }j 
labor costs is presumptive evidence of a large degree of imperfect compe4 
tion, quasi-monopoly, and oligopoly. The result was to make the amou}| 
left per unit after wages were paid 17 per cent higher than it had bee 
in 1923-25. The advent of the Great Depression cannot, therefore, © 
charged to wage costs which were relatively high in comparison wil 
prices. Instead, precisely the opposite was the case. 

4. That throughout the course of the depression, the index of vali 
added per unit was above that for unit labor costs. Thus, during the fo} 
years of 1930-33, inclusive, the relation of the former index to the latt 
was from 11 to 17 per cent higher than it had been during the base yead| 
of 1923-25, which was after all a period of relatively high prosperity. | 
1933, indeed, the disparity between the two indexes was as great as it h: | 
been in 1929 at the peak; namely, 17 per cent. 

5. That while this disparity was reduced during the four years of 1934) 
37 which followed, the index of unit values added still remained abo} 
that of unit labor costs. Only by the late summer of 1937 did the form 
index draw abreast of and slightly exceed that for the price of manufactuf! 
ing services. | 

I am ready to grant in this latter instance that it is quite possible ti 
present recession may have been aided by an undue increase in wage co 
in relation to prices, although other factors suchas the withdrawal 
governmentally created purchasing power may have been a much mat 
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ective cause. But I submit there is no evidence to support this conten- 

n for the two great depressions which we have experienced during the 
st twenty-five years. On the contrary, these occurred when from the 

ge-price standpoint one would expect conditions to be favorable to the 
pitalistic groups. The manufacturing sector, though it is the most im- 
ortant in our economy, may not be sufficiently large to justify complete 
onclusions but the results obviously suggest that the cause for these two 
reat crashes may have lain in other difficulties. One of these may have 
een the failure of the incomes of wage earners, farmers, and lower- 
dlaried folk to purchase the actual or potential products of mass produc- 
on industries at the prices charged by quasi-monopolistic enterprise. 
his might have operated directly on the consumers goods industries, 
ad it could have also operated indirectly on the capital goods industries. 
or if American mass production enterprise was committed to a program 
: pegging (or increasing) prices in the face of falling unit labor costs so 
at the potential output of existing plant could not be taken off the mar- 
st, what inducement was there towards the end of the period for these 
iterprises to make still heavier investments in plant and machinery? 
In closing, therefore, I should like to urge that we practice a greater 
ssree of realism in our analysis of the effect of wages both upon invest- 
ent and upon business depressions and that we test abstract theory with 
e cold and hard applications of fact. The material given in this paper 
ay, therefore, help to correct what some may feel to have been an exces- 
ve formalism in the earlier part of the analysis. 


WAGE LEVELS AND EMPLOYMENT* 


By MALCOLM SHARP 
: Law School, University of Chicago 
The problem of enabling unions to serve purposes which are part of 
ir accepted scheme of values without destroying our type of society is a 
sublesome one. We may suggest one course which a solution might 
ke. 
From now on almost anything which one may expect the unions to do 
wage scales will cause unemployment, or limit opportunities for em- 
oyment, while at the same time it will prevent adjustment in various 
visions of industry to serve popular needs as indicated by dollar votes. 
xe familiar a priori argument may be illustrated, though of course it is 
t proved, by the experience of the late 1930’s. Real wages were relatively 
‘Reprinted from Ethics, April, 1947. 
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high and remarkably maintained, and so was unemployment. Theq 
were of course uncontrollable variables in the situation, and the exp 
rience was an experiment only in the loose sense in which people like 
speak of social experiments. Nevertheless, it is a serious warning. 
Unions, on the other hand, have many social and liberal function} 
which have relatively little effect on costs. They may play a great part | 
preventing a worker from becoming a cog in the machinery of an induj 
trial enterprise. They may thus see to the maintenance of decent concf 
tions of all sorts in a shop, including conditions affecting comfort, sanit} 
tion, safety, and convenience. They may participate effectively in tl} 
elimination of unjust inequalities within wage scales, as the steel unic 
has been doing recently. They may watch for and prevent the abuse of iff 
centive systems. With a possible growth of mutual confidence, they maf 
participate with employers in working out performance standards fi 
promotions, with seniority as a supplementary test. They may check auf 
arbitrary disciplinary action on the part of minor or major officials. Wilf 
the development of educational programs and a high sense of responsib} 


which may be entitled to a respect comparable to that now given to stoc} 
holders’ judgments. 

The unions may exercise these functions consistently with the policy : 
leaving present general wage levels entirely alone. Any sharp break :| 
wages must indeed be watched lest it contribute seriously to an unneq 
essary general decline in prices and business. Any upward pressure cq 
union wages can only do harm. At the lowest level, minimum wages ma} 
need a moderate increase, even at the expense of some unemployment 
The unions, however, are not particularly interested in wages at t 
level. At the level of union scales, an increase which does not come as tt 
result of increased demand and increased productivity can result only ; 
increased unit costs, decreased investment, decreased opportunity f 
farmers in our agricultural slums to come to the cities, decreased oppa 
tunities for those who are not lucky enough to be employed at the hig) 
scale, and possibly unstable prosperity and serious depression. As a man | 
one of the highly organized and highly paid crafts once observed in 
small gathering, “If they can’t make our scale, they don’t deserve | 
work,” 

The logical remedy is more drastic than often proposed. Logically ¢ 
general wage-scale agreements should be eliminated by agreement or lav 
Wages should be left to work their way up in the period of prosperii 
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hich may well lie ahead, as they tended to do during the peculiar pros- 
ity created by the war. Various less logical remedies are thinkable. 
or national wage strikes might be eliminated. Each of our major 
dustries, determined by their importance in the maintenance of full 
mployment, might haye its own staff of specialists. Each staff should 
ecome thoroughly acquainted with its industry, and it should be author- 
ed to pass on all wage decreases or increases not voluntarily accepted or 
iade in the ordinary course of business. A strong presumption in favor of 
abilizing wages should be created and the power of approving disputed 
creases or decreases given to these staffs largely for safety-valve purposes. 
One can thus imagine the development of labor policy in such a way as 
» enable unions to serve liberal and democratic purposes in great indus- 
ial organizations, while preventing them from acting with respect to the 
rice of their work as managements are prohibited from doing with 
sspect to their products. While the extent, duration, and effect of com- 
lercial monopolies seem to be very generally exaggerated in public dis- 
ission today, a logical counterpart for measures limiting union control 
. wages is a measure strengthening limits on commercial monopoly. 
. simple and effective program could be built on the elimination of all 
sisting opportunities to form holding companies and to get patents and 
1 a death sentence for industrial combinations or other units built on 
slding-company privileges or patent monopolies. The treatment of the 
Juminum Company, although it was not built as a combination and is 
srhaps not as effective a monopoly as is generally supposed, will—it is to 
> hoped—show the way for the restoration of rigorous competition in 
lds where it has been seriously limited by patent privileges. 
The unions, as many people are observing, have at last attained a fairly 
cure position in American life. Liberals who have at times contributed, 
however modest a way, to the growth of union power may wish to re- 
amine the situation. Groups of people who work at what are still 
odest wages may well develop a solidarity among themselves and an 
‘gressive attitude toward others, which will interfere with the elemen- 
ry conditions of general prosperity and freedom. The nineteenth-century 
yerals who warned against concentration of power may be remembered, 
hether we are moving into an era of liberal free-enterprise democracy 
whether the jolting of the economic system by depressions and wars is 
ding us gradually toward socialism. In either event, as the English 
bour party is seeing, the functions of labor organizations may require 
ore radical reconsideration. 
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THE LONG-RUN OUTLOOK FOR WAGES* 
The Relationship between Wages and the Volume of | 
Employment and the Standard of Living 

By SUMNER H. SLICHTER 


Lamont University Professor, Harvard University 


For well over 100 years wages have been rising rapidly. In 1840, bricy 
layers in New York City received $1.75 for a 10-hour day; composita 
$1.45 for an 11-hour day; and machinists about $1.50 for an 11-hour dag 
In 1940, these same crafts in New York received almost as much per ho 
as they received per day 100 years ago, and the real wholesale price lew) 
was probably somewhat lower than in 1840. | 

In the next hundred years, is the purchasing power of an hour’s wow 
likely to rise as rapidly as during the last hundred years? Many workey 
think that there is a good opportunity to raise wages by encroaching upc} 
other forms of income such as profits or interest. About three-fifths of eff 
income received by individuals consists of payments in the form of wag} 
and salaries. The earnings of the self-employed, which are mainly co 
pensation for labor, are about one-sixth of all income. Returns on properd 
in the form of dividends, interest, and rent are about one-fifth of tott 
income payments. Pensions, unemployment compensation, and othi 
benefit payments (constituting less than one-twentieth of total income} 
make up the remainder of income received by individuals. These bas4 
facts about the distribution of income indicate that labor as a whole h: 
little opportunity to raise its standard of living by gaining a larger propo4 
tion of the national product. Attempts of employees to gain at the expen} 
of the self-employed are not likely to succeed because the condition] 
which make possible a rise in wages also enable the self-employed jj 
command more for their services. The share of the national inco 
going to property (only one-fourth of the total product) is so small tha 
even if employees could expropriate all of this income without adver 
effects upon employment and production, the rise in the average standar 
of living of employees would be small. Corporate payrolls in 1944 we: 
nearly seven times as high as corporate profits after taxes. Obviousl 
labor has little opportunity to raise its compensation at the expense of co: 
porate profits. | 


* Reprinted by permission from Basic Criteria Used in Wage Negotiations (Chicag4 
Chicago Association of Commerce and Industry, 1947). | 
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Tt does not follow that the outlook for a rapid rise in real wages is dark. 
over two generations the number of physicists, chemists, engineers, 
d other technicians has been increasing from 10 to 14 times as fast as 
e working population. Expenditures on industrial research have also 
growing by leaps and bounds. Both of these trends seem bound to 
mtinue. Expansion of research by one enterprise forces expansion by its 
mpetitors. Furthermore, the upward pressure of unions on wages will 
imulate the increase in industrial research. If the number of technicians 
id the expenditures on research continue to grow faster than the work- 
g population, the country should be able to achieve a rapid rise in output 
t man-hour. i 
The criteria used in wage negotiations and arbitrations and in fixing 
inimum wages will affect the success of the community in raising real 
ages and the standard of living. These criteria and the settlements based 
:on them will determine how many people are employable, how many 
e employed, how the employed are distributed among occupations and 
calities, how promptly wages change when prices or productivity 
ange, and what volumes of investment opportunities and of employ- 
ent are produced by a given rate of technological change. For example, 
fempts to impose geographical wage uniformities which ignore geo- 
aphical differences in the supply of labor and the demand for labor will 
tard the achievement of the most productive geographical distribution 
labor and capital. Attempts to push up wages faster than the general 
crease in output per man-hour (which is likely to be about 3 per cent per 
ar) will mean unemployment and a lower standard of living for the 
mmunity as a whole unless prices rise sufficiently to offset the rise in 
or costs. 
As has been pointed out [before], the new practices of setting wages 
collective bargaining, by arbitration, and by minimum wage legisla- 
n require that trade union leaders, business managers, conciliators, 
yitrators, legislators, and the general public become well informed con- 
ning the economic implications of the various criteria used in fixing 
ges—better informed by far than has ever been the case before. In short, 
> new methods of setting wages require a revolutionary advance in 
nomic education, bringing to hundreds of thousands of persons in 
walks of life a real understanding of the relationship between the 
ucture and the behavior of wages on the one hand, and the volume of 
ployment and standard of living on the other. Such an achievement 
sducation has never happened in the world before, but it can happen in 
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twentieth century America, and business men and trade union lead¢ 
alike should strive to make it happen. 


GENERAL ECONOMIC EFFECTS OF COLLECTIVE 
BARGAINING* 


By SUMNER H. SLICHTER 


No one has a right to expect collective bargaining to produce full ex} 
ployment, because under collective bargaining the volume of employme# 
must adjust itself to the wage level and the wage level is fixed by parti 
who have no particular interest in the total volume of employmes 
Nevertheless, since wages may be too low as well as too high for tt 
greatest volume of employment, it is possible that the percentage of 1 
employment will be less under collective bargaining than in its absend 
Experience alone will tell whether or not collective bargaining produc} 
an intolerably large proportion of unemployment. If it does, steps wy 
need to be taken to cause employers and unions to assume a greatf 
responsibility for the effect of their bargains upon the general level of ef 
ployment. 

The effect of collective bargaining upon the level of employment 
depend in part upon how it affects investment opportunities in specif 
areas. For example, there is reason to believe that the wage policies of ti 
building trades unions have been one of several impediments to inve. 
ment in that field. To that extent the wage policies of the building trad: 
have limited the general level of employment and injured the standa: 
of living of the nation. | 

The great pressure which collective bargaining imposes on employed 
to raise the price of labor will substantially increase the proportion of tk 
country’s resources devoted to industrial research and will accelerate tk 
rate of technological discovery. This will tend to increase the volume 
investment and may entirely offset any tendency for collective bargainir} 
to produce unemployment. The effect of collective bargainirj 
upon the volume of investment, however, must be regarded as indete 
minate because, although collective bargaining accelerates technologic: 
discovery, in so far as it raises wages relative to prices, it reduces the pri 
‘portion of new ideas that are worth exploiting. 


*Reprinted from Collective Bargaining Contracts (Washington: Bureau of, Nation 
Affairs, 1941). 
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Collective bargaining will probably produce a less favorable alloca- 
of resources between agricultural and non-agricultural industries 
id to that extent it will limit the productivity of men and equipment. 
t the present time far too large a part of our labor force and capital 
e devoted to agriculture. About one-fifth of the gainfully employed 
e engaged in agriculture, but agriculture receives only about one- 
ghth of the national income. The remedy for this situation is to move 
out 2,000,000 persons from agriculture to employments where they can 
‘oduce goods that are in greater demand than farm products. Collective 
gaining, however, occurs almost entirely in non-agricultural employ- 
ents. By raising wages in those occupations relative to compensation in 
riculture, collective bargaining limits the capacity of non-agricultural 
dustries to absorb workers from agriculture and thus impedes the 
hievement of the most economic distribution of resources. An impor- 
at qualification, however, needs to be added to this statement. It is pos- 
Mle that collective bargaining, by stimulating industrial research in non- 
ricultural industries, may accelerate their growth and to that extent it 
ay promote the achievement of a more economic distribution of re- 
urces. 
The effect of collective bargaining upon the standard of living in the 
mmunity as a whole, and even upon the standard of living of wage 
rners, must be regarded as indeterminate. It may be either favorable or 
favorable. To the extent that collective bargaining reduces the volume 
employment, it tends, of course, to reduce the standard of living. As 
inted out above, however, it is not a necessary result of collective bar- 
ining that it reduce the volume of employment. To the extent that col- 
tive bargaining increases industrial research and accelerates techno- 
sical discovery, it tends to raise the standard of living. Collective bar- 
ining will improve the management in many plants by giving repre- 
atatives of the men an opportunity to point out mistakes of manage- 
ent and conditions that are impeding production. The tendency of 
lective bargaining to accelerate technological discovery and to improve 
anagerial efficiency may completely compensate for any tendency of it 
increase the volume of unemployment. To the extent that collective 
rgaining impedes the shift of labor from agricultural to non-agricul- 
ral industries, it retards the increase in the standard of living. 
The conclusion is that collective bargaining is a powerful instrument 
- either good or evil. Its results will depend upon the wisdom and far- 
htedness with which bargains are made, upon the extent to which the 
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makers of trade agreements take account of the effects of specific agret 
ments upon general economic conditions. The most important econo 
problem of the country during the next generation will be that of stim: 
lating the expansion of production and employment. The right to bargay 
collectively is of little use in a stagnant or contracting economy. Its val | 
depends upon how rapidly the demand for labor is increasing. wit 
and moderately used collective bargaining may turn out to be an effe 
tive instrument for stimulating industrial research and improving ma 
agement and thus creating the basis for industrial expansion and steadil 
rising standards of living. On the other hand, collective bargaining mul 
reduce the return on investments to such low levels that large quantiti} 
of savings are kept in idle cash, and it may create formidable impeq 
iments to investment in areas, such as housing, which have always a 
sorbed large quantities of savings. In that event, collective bargainis} 
will be an obstacle to a higher standard of living. The great pervasivene} 
that collective bargaining has attained in American industry during t: 
last decade means that the whole country has entrusted its future standay 
of living in large measure to the bargaining representatives of the t 1 
sides. The country has the right to expect these representatives to exerci] 
their great responsibilities with foresight, wisdom, and moderation arf} 
with careful consideration of the general effects of their decisions. 


THE TRADE UNION AS A WAGE-FIXING INSTITUTIO 
By ARTHUR M. ROSS 


Professor of Economics, School of Business Administration and Institute 
of Industrial Relations, University of California 


: 


| 
4 
5 


THE TRADE UNION AND THE BUSINESS FIRM 

... The two institutions do have certain features in common. In eith] 
case, there is a formal purpose or official rationale, which is represented 
by textbook authors as the sole determinant of policy. The rationale | 
the business firm is to maximize the profits of stockholders; and of tk 
union, to maximize the economic welfare of members. 

Even at the formal level, there is an element of vagueness about tl 
official rationale. The profit.to be maximized is anticipated profit, n} 
merely in the current production period but over the life of the ented 
prise. The economic welfare to be maximized is a vague bundle of be 
fits relating to “wages, hours, and conditions of work,” again over son] 
indeterminate period. There is obviously scope for interpretation, ari 
need for it, in either case. ‘ 

* Reprinted from American Economic Review, September, 1947. 
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Therefore, the formal purposes must be interpreted and applied to the 
oblems at hand by leadership groups—corporate management and 
inion officialdom. They must constantly decide whether this or that 
urse of action is likely to contribute toward the maximization of profit, 
n the one hand, and the augmentation of group welfare, on the other. 
t is here that the intangible attributes of leadership are brought into 
dlay—judgment, experience and moral authority. 
It is here also that a battery of political pressures comes to focus on 
he leadership. Each pressure emanates from some interest group which 
s concerned that the formal purpose of the institution be interpreted in 
t manner favorable to itself. 

Corporate management is surrounded by stockholders, bondholders, 
yankers, suppliers, customers, employees, the union and the agencies of 
yovernment. Each group realizes that management has considerable 
atitude in making decisions, and endeavors to dominate relevant de- 
isions in its own interest. All feasible means of persuasion are used; at 
he level of argument, it is typically asserted that the favored course of 
ction will contribute, at least in the long run, to the total profit of the 
Mterprise. 

Union leadership is surrounded by a similar configuration—the rank 
ind file, the employers, the officials at higher or lower levels of organiza- 
ion, the other unions, and again the agencies of government. Each of 
hese will endeavor to prove that the course of action which happens to 
in its own interest will also contribute to the welfare of the rank 
nd file. 

The task of corporate management and union leadership is to reconcile 
hese pressures. This is the central core of the managerial function. It 
; at this point that the formal purpose of the organization is supplanted 
y a more vital force, the necessity of survival and the impulse toward 
rowth as an institution. In many cases, of course, the decision which 
; most clearly related to the formal purpose will also best serve the 
istitutional objectives. Where there is a conflict, however, a healthy 
‘stitution will look to its own necessities. Therefore, pressures are 
sconciled in the manner which seems most conducive to the survival 
nd growth of the organization. 

Suppose, for example, that the managers of a flourishing and currently 
rofitable corporation should become persuaded that the formal objec- 
ve of “maximizing profits over the life of the enterprise” could best be 
ved by dissolving the corporation immediately, as an alternative to 


30.) THE UNIVERSITY OF CHICAGO ROUND TABLE 


making certain capital commitments which otherwise would be nece: | 
sary. Suppose that the leaders of a successful union should become cori} 
vinced that the members could improve their economic welfare by transl} 
ferring in a body to some other industry or some other union. Woull} 
either organization put itself out of business under these circumstancesy} 
It is the normal rather than the exceptional case in which conflict be 
tween a formal rationale and a vital institutional need is resolved ij 
favor of the latter.... 


DISSIMILARITIES BETWEEN THE UNION AND THE FIRM 


So far the comparison holds together fairly well. There are, howeve4 
significant points of difference. An understanding of these points shoul}} 
help in appraising the value of the analogy, and illuminating the rele} 
tionship between the union official and his rank and file. } 

The formal purpose of the union is vaguer than that of the busines 
firm. Profit can be measured in one dimension. “Economic welfare” ii 
a congeries of discrete phenomena—wages, with a dollar dimensiom 
hours of work, with a time dimension; physical working conditions} 
economic security, protection against managerial abuse and vario 
rights of self-determination, with no measurable dimension at all. There} 
fore, the union leader has considerably more discretion in interpreting 
the formal purpose. If he is able to convince the rank and file that hij 
own interpretation is correct, there is no one else with the moral authon] 
ity to contradict him successfully; but a corporate manager would fins 
it difficult to convince his stockholders that a $2.00 dividend was reall! 
$3.00. The inherent difficulty of measuring “economic welfare” is obvio 
whenever one union official attempts to persuade another that he ha: 
negotiated the better contract... 

The business firm sells goods or services, but the union does not sek 
labor. It participates in the establishment of the price of labor, but th 
sale is made between the worker and the employer. The union is not 
mechanically or automatically concerned with the “quantity of labo 
sold”—that is, in the number of workers employed in the branch of th« 
economy over which it asserts jurisdiction. It is vitally concerned witt 
the size of union membership, but this is not the same as the numbe: 
of workers employed, except in the case where the industry is “100 pe: 
cent organized” and the union has no desire to expand its jurisdictio 
This would be the apex of institutional maturity, a position in which the 
only way to increase membership is by increasing employment. But ir 
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present stage of development of the labor movement, the “employ- 

t effect” will frequently differ from the “membership effect” and 

y even move in the opposite direction. An upward wage adjustment 

y bring in new members, even though the employer is reducing per- 

onnel. A downward wage adjustment may bring about a wave of resig- 

lations even though the employer should add to his personnel. Inasmuch 

is the “membership effect” is more closely related to the growth and 

urvival of the organization than is the “employment effect,” it will 

vecessarily take precedence when the two are in conflict. The union as a 

vage-fixing agency is clearly not the same as the conjectural monopolist 
if bilateral monopoly theory. 

The relationship between the union and its members is very different 
rom the relationship between the corporation and its stockholders. 
Jnion members are not satisfied with a stabilized rate of return. The 
orporate stockholder is not constantly called upon to ratify operating de- 
isions. Stockholders are widely dispersed and exceedingly inarticulate. 

Further, the stockholder’s dividend from a single company is usually 
nly a minor share of his total income, while the employee’s wage is the 
edominant source of income. When dissatisfied stockholders sell their 
quity, there is no diminution in the amount of capital under control of 
he enterprise; but when dissatisfied employees resign from the union 
r transfer to another industry, the size and strength of the union are 
orrespondingly lessened. Moreover, the corporation has alternative 
neans of raising capital. Stockholders and bondholders constitute a 
ather homogeneous electorate, differentiated only on the basis of pro- 
ensity for assuming risk; while union membership is often hetero- 
eneous in the extreme. 

Lastly, there is an essential difference in the survival problems of the 
nion and the business enterprise. The basic threat to the survival of 
Je enterprise is that capital will not be replaced if the operations are 
nprofitable. An intermediate danger is the possibility of proxy fights 
nd declining security prices. The most immediate peril is the loss of 
ustomers. 

It might be argued that the survival problems of the union, although 
litical rather than economic, are equal and parallel: dissolution of the 
nion corresponds to the non-replacement of capital; disaffection of 
embers corresponds to disaffection of stockholders; and loss of jobs 
wrresponds to loss of customers. The analogy is valid in a formal sense; 
it as it appears to the union leader, the peril is more complicated. ... 
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But there are no administrative devices which will entirely eliminat} 
the need for careful management of the wage bargain so as to hold tH 
organization together. The union must decide not only what deman¢ 
will be pressed upon the employer, but also what form the benefi 
should take. Suppose, for example, that the employer is willing to graf 
a ten per cent wage increase, but is relatively indifferent as to the distr 
bution of the gain. All occupational rates might be advanced ten po} 
cent—one type of “across-the-board” increase. Assuming that the preg 
ent weighted average rate is $1.20 per hour, all occupational rates migl 
be advanced 12 cents—another type of “across-the-board” increase. TH} 
common labor rate might be increased 18 cents, and higher rates j 
progressively smaller amounts, in order to “eliminate excessive differes} 
tials.” The higher rates might be increased by larger percentages, i} 
order to “restore historical relationships.” Low-wage plants in outlying 
areas might be levelled up to high-wage plants in metropolitan areas s} 
as to provide “equal pay for equal work.” Some kind of distributiof 
among Various occupations might be effected for the purpose of “ironing 
out inequities” in the rate structure. A combination of two or more cf 
these possibilities might be devised, such as eight per cent across t y 
board and two per cent distributed here and there to eliminate irf 
equities. Each of the forms in which the wage increase might be take: 
involves a different distribution of the total gain. The union’s problerj 


in apportioning the proposed income-tax reduction. ... 


SUMMARY 


The trade union is a political institution which participates in the estat] 
lishment of wage rates. To conceive of the union as a seller of labat 
attempting to maximize some measurable object (such as the wage bill] 
is a highly misleading formulation. Although comparable with a busines 
firm in some respects, it is so dissimilar in other respects that the analog4 
is of questionable value. 

The formal rationale of the union is to augment the economic welfari 
of its members; but a more vital institutional objective—survival an 
growth of the organization—will take precedence whenever it comes int! 
conflict with the formal purpose. | 

Trade union wage policy is a function of the leadership. It is expressed 
in the various operating decisions which officials are required to make ii 
the course of wage bargaining. In making these decisions, the official 


a variety of pressures iad are fecmised upon. them i in 
argaining process. These pressures emanate from a complex of 
1 relationships surrounding the officials; relationships with the 
nd file, with the employers, with other organizational levels of the 
with the rest of the labor movement, and with the government. 
normal state of organizational health, the officials identify their 
personal aims with the institutional objectives of the union. There- 
e, they attempt to reconcile the pressures in such a manner as to con- 
ute most to the survival and growth of the organization. 
relationship between the leadership and the rank and file of the 
n has been explored in some detail in the present article. Trade 
1 membership is ordinarily quite heterogeneous; differences in occu- 
ion, age, sex, seniority, employment status, product, process, and place 
ployment give rise to conflicts of interest within the organization. 
e of the most delicate political tasks of union leadership to recon- 
hese conflicts in the course of administering its wage program; 
ical ineptitude will disintegrate the coalition. 
spite the elaborate formal procedures for membership control of 
wage bargain, the rank and file is extremely dependent upon the a 
3 for guidance as to what is equitable, obtainable and acceptable, 
| as the indispensable tactical wisdom which only they possess. 
sonsequence, the procedures originally designed to guarantee control 
e rank and file have become devices for control of the rank and file. 
ith respect to its wage policy, a union is no more a primitive democracy 
a monopolistic seller of labor. 
heory of trade union wage policy must fee itself to the essential 
cter of the union as a decision-making institution, and achieve a 
ective more intimate than is ordinarily provided by formal economic 
is. At the level of normative judgment, there is no point in exhort- 
unions to behave in a manner incompatible with their survival and 
rth; if we want them to follow a certain course of action, we must 
it consistent with their institutional aims. We must make a choice, 
least strike a balance, between the ideal that the union be operated 
a pure democracy, and the desire that its leaders conform with the 
ns of sara ee And we must give up, once and for all, the — 
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